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EXECUTIVE  SUMMARY 


Between  1968  and  1976,  Medicaid  expenditures  rose  from  $3.5 
billion  to  $14  billion.   During  the  same  time,  the  number  of 
Medicaid  recipients  rose  from  11.5  million  to  about  24  million. 
If  there  had  been  no  increase  in  recipients,  Medicaid  costs  in 
1976  would  have  stood  at  only  $6.6  billion  even  allowing  for  all 
the  growth  in  medical  prices  and  utilization.   Eligibility  poli- 
cy, then,  should  be  of  critical  concern.   Yet  many  people  who 
claim  to  be  knowledgeable  about  Medicaid  are  surprisingly  ignor- 
ant about  two  of  its  most  important  aspects — who  is  eligible  and 
how  that  eligibility  is  determined. 

Medicaid  is  one  of  the  most  significant  public  transfer  pro- 
grams available  to  poor  people.  With  rising  medical  costs,  eli- 
gibility for  Medicaid  is  often  more  valuable  than  cash  assis- 
tance.  Yet  getting  on  Medicaid  can  be  a  nightmare  of  red  tape 
and  regulations.   Public  understanding  of  Medicaid  eligibility 
requirements  is  hampered  because  the  requirements  vary  so  by 
State  and  by  type  of  applicant.   The  rules  are  even  more  complex 
than  those  used  in  cash  assistance.   And  the  complaints  do  not 
end  with  program  applicants  and  recipients.   State  and  local 
staff  also  complain  that  Medicaid  eligibility  determination  is  an 
administrative  "chamber  of  horrors." 

What  is  it  about  Medicaid  policy  that  arouses  confusion  and 
frustration  from  recipients  and  staff  alike?  What  in  the  policy 
is  unfair?  And  what  procedures  are  largely  unworkable? 

This  study,  sponsored  in  1976  by  the  Department  of  Health, 
Education  and  Welfare  (DHEW) ,  was  directed  to  answer  such  ques- 
tions and  to  recommend  a  series  of  alternative  reforms  to  remedy 
the  policy  and  administrative  problems  plaguing  Medicaid  eligi- 
bility.  The  reforms  stop  short  of  what  most  people  call  National 
Health  Insurance;  instead,  the  focus  is  on  minor  to  major  changes 
which  can  be  made  to  Medicaid. 


SUMMARY  OF  FINDINGS 


•  Medicaid  eligibility  policy   dees  not   en- 
courage  recipients    to  work,    does  not  promote 
family   stability ,    and  encourages  unnecessary 
institutionalization. 

0  Medicaid  eligibility  policy  is  unfair  and 
inequitable . 

—  Many  poor  people  who  need  medical 
assistance  cannot  become  eligible 
for  Medicaid . 

--  Medicaid   rules  often   cause   two 
applicants   with   identical   income 
and   assets    to  be    treated  differently ; 
one  will   be  eligible   for  all   Medi- 
caid benefits   and   the  other  will   be 
totally   ineligible . 

—  There   are   extreme   interstate  differ- 
ences  in   coverage   groups   and  finan- 
cial   eligibility  levels. 

0  Medicaid  eligibility  policy  is  so  complex 
and  administratively  unworkable  that  many 
States  modify,  or  simply  ignore,  numerous 
Federal   policies . 

0     Responsibility  for  determining  Medicaid 
eligibility   for   the  aged,   blind,    and  dis- 
abled is  split  between    the  Social   Security- 
Administration   and   the  States.      This   frag- 
mentation  leads    to: 

--   inconsistent   and  inappropriate   poli- 
cies , 

--   frequent   long  delays   in   certifying 
Medicaid  eligibility , 

—  wasteful    duplication  of  effort,    and 

—  undue   confusion    to  recipients . 

rt  is   one  of  the  major  causes  of  the  problems 
in   Medicaid  eligibility    today. 

(continued) 


(Summary  of  Findings  continued) 

m     Other  causes  of  the  problems  in   the 
Medicaid  eligibility  system  are: 

—  Medicaid  is  required  to  follow  basic 
eligibility  policies  established  for 
the  cash  assistance  programs. 

—  "Workability"   or  administrative  feasi- 
bility has  been   of  minor  concern  in   the 
establishment  of  eligibility  policy. 
State  and  local   input   to  Federal   policy 
development  has  been  minimal . 

—  Legislation   directed  at   other  programs 
and  human  needs   is   enacted  without 
considering  effects  on  Medicaid  eli- 
gibility. 

—  Policies  change   too  often. 

—  Federal    financial   support   for  State 
administrative  improvements  is   inade- 
quate and   too  restrictive.      Sanctions 
are  ineffective. 

—  Too  few  Federal   resources  are  allocated 
for  policy  interpretation  and  dissemina- 
tion,  monitoring,    and   technical   assis- 
tance  to  States. 

•  Several   immediate  administrative  changes 
can  alleviate  some  of  the  current  opera- 
tional problems ,   but  other  problems  would 
remain. 

m     More  substantial   reform  requires  several 
decisions  and  judgments : 

—  Should  Medicaid-cnly  eligibility  con- 
tinue  to  be  closely   linked   to  cash 
assistance? 

—  Should  eligibility   criteria  be  more   uni- 
form across  States,    or  should  States  have 
more  flexibility  in   structuring  their 
programs ? 

—  Is  major  legislative  change  feasible? 

0     Whatever  reform  direction   is  chosen,    a   clear 
understanding  of   the  nature   and   causes   of  to- 
day's Medicaid  eligibility  problems   is   crucial 
as  policymakers   consider  welfare  reform  and 
national   health  insurance . 


MEDICAID  POLICY  IS  UNFAIR  AND  CREATES  ADVERSE  INCENTIVES 

A  summary  cannot  reflect  the  number  and  scope  of  inequi- 
ties and  disincentives  in  Medicaid  eligibility  policy.   Medi- 
caid has  all  the  problems  faced  by  the  cash  programs  plus  its 
own.   For  example,  interstate  variation  in  AFDC  and  State  sup- 
plementation to  SSI  seems  minor  compared  to  the  extreme  differ- 
ences among  States  in  Medicaid  coverage. 

The  following  key  aspects  of  Medicaid  eligibility  policy 
demonstrate  the  kinds  of  problems  which  exist. 


The  Gain  of  $1  in  Income  Can  Mean  the  Loss  of  Hundreds  of 
Collars  'Worth  cf  Medical  Care 


The  most  significant  decision  a  State  makes  in  its  Medi- 
caid program  is  whether  or  not  to  cover  the  medically  needy. 
The  absence  of  a  medically  needy  program  results  in  one  of  the 
most  controversial  and  well-known  inequities  in  State  Medicaid 
programs — one  family  receives  full  Medicaid  coverage  while 
another  with  as  little  as  $1  additional  income  cannot  qualify. 
This  phenomenon,  called  the  "Medicaid  notch,"  is  extremely  sig- 
nificant to  affected  families,  because  losing  cash  assistance 
eligibility  means  the  loss  of  several  hundreds  of  dollars  worth 
of  medical  protection.   The  "Medicaid  notch"  exists  because,  in 
those  States  which  do  not  cover  the  medically  needy,  medical 
expenses  may  not  be  deducted  from  income  in  order  to  establish 
eligibility;  if  income  exceeds  the  cash  assistance  standard,  an 
applicant  is  ineligible,  regardless  of  the  amount  of  his/her 
medical  bills. 


In  a   State  without   a  medically  needy  program, 
two  disabled  men    (Mr.    Smith  and  Mr.    Elkins)    live 
in   the  same  boarding  house.      Mr.    Smith  has   unearned 
income  of  $200.      This   makes  r.im  ineligible   for  SSI 
and  Medicaid  since  his   income  less   the  standard   $20 
disregard   is   greater   than    the  SSI  payment  level   of 
$178    ($200-$20=$180) .      Mr.    Elkins  has   $190   in   un- 
earned  income  and  receives   $8   a  month   from  SSI 
($190-$20=$170) .      He   therefore  is   fully  covered  by 
Medicaid.      Even    though  Mr.    Smith's  medical    needs 
are   considerably   greater    than  Mr.    Elkins',    Mr. 
Smith   gets   no  medical   coverage  at   all    from   the 
State. 


Twenty-one  States  do  not  have  medically  needy  programs 


Medicaid  Eligibility  Policy  Penalizes  Working  Families 

A  second  type  of  notch  exists  in  States  which  have  a  medi- 
cally needy  program.   Because  the  earned  income  disregard  ($30 
and  1/3)  used  for  AFDC  cash  recipients  is  not  used  for  AFDC- 
related  medically  needy  recipients,  and  because  the  medically 
needy  income  level  by  law  cannot  exceed  133  1/3%  of  the  highest 
AFDC  payment,  AFDC  recipients  who  earn  their  way  off  cash  al- 
ways skip  over  the  medically  needy  level  as  well.   In  order  to 
remain  eligible  for  Medicaid,  such  families  must  spend  down  to 
an  income  level  well  below  the  gross  income  they  had  while  on 
AFDC.   Further,  every  additional  dollar  such  a  family  earns 
must  go  to  the  spend-down  liability,  i.e.,  be  spent  on  medical 
care,  if  Medicaid  eligibility  is  to  be  maintained.   Without 
question,  this  100%  benefit  reduction  rate  creates  significant 
disincentives  for  work. 


Mrs.    Arnold  and  her   three  children   are   eli- 
gible for    the  medically   needy  program  in  State 
X.      Medicaid   coverage   is   important    to  Mrs. 
Arnold  because  she  and  her  children  are   dia- 
betics.     However,    to   qualify   for  Medicaid,    Mrs. 
Arnold  must    spend-down   $600   every  six  months. 
Mrs.    Arnold's   income   from  work   is    $400   a  month 
and   the  State's  medically  needy   level    is    $250. 
She  gets    to  deduct   $50   a  month   for  work   expen- 
ses.     Every  dollar  above   $300    that  Mrs.    Arnold 
earns   has    to  be  paid   toward  her   spend-down 
liability .      She   is   offered   a   job  with  more  pay 
but  decides  not    to   take   it  since  she  would  not 
get    to  keep  any  of   the   extra   money. 


Medicaid  Encourages  Unnecessary  Institutionalization 

The  Medicaid  program  should  promote  the  rehabilitation  and 
independence  of  recipients.   Yet  SSI's  policy  (and  thus  Medi- 
caid's policy  in  most  States)  on  relatives'  responsibility  en- 
courages rather  than  discourages  institutionalization. 

Under  SSI,  income  is  "deemed"  to  be  mutually  available  be- 
tween spouses  only  so  long  as  they  live  in  the  same  household. 
When  applied  to  institutionalization,  this  means  that  a  spouse's 
income  is  not  deemed  available  to  an  applicant  who  is  institu- 
tionalized in  a  medical  facility  for  longer  than  one  month. 


Because  of  this  policy,  even  wealthy  spouses  can  get  Medi- 
caid coverage  for  an  infirm  spouse  in  a  medical  institution;  the 


income  and  resources  of  the  spouse  at  home  will  not  be  consid- 
ered in  the  eligibility  determination  process.   This  policy  has 
a  similar  impact  on  parents  with  disabled  children.   Clearly, 
the  policy  creates  strong  incentives  to  institutionalize  an 
elderly  spouse  or  disabled  child  in  order  to  reduce  the  finan- 
cial burden  upon  the  family. 


Mr.    and  Mrs.    Hopper  live  on  his  pension  of 
$350   per  month.      Mrs.    Hopper  has  had   a  stroke 
and  is   permanently  disabled.      Upon  advice  of  his 
physician  and  his  attorney,   Mr.    Hopper  puts  her 
in  an   intermediate   care   facility .      After  one 
month,    Mr.    Hopper   is   no   longer   responsible  for 
her,    and  Mrs.    Hopper  becomes   eligible  for  SSI 
benefits   and  Medicaid. 


A 


Eligibility  policies  like  deeming  often  are  developed 
without  considering  their  impact  on  the  institutionalized.   If 
one  considers  only  numbers  of  recipients,  this  approach  is 
justified;  only  six  percent  of  recipients  receive  long  term 
care.   But  in  terms  of  dollars  expended,  this  approach  is  mis- 
directed; over  forty  percent  of  all  Medicaid  dollars  are  now 
spent  on  institutionalized  persons.   Medical  payments  for  in- 
stitutionalized aged  persons  exceed  SSI  cash  payments  to  all 
aged  persons.   Thus,  trying  to  piggyback  Medicaid  eligibility 
policy  for  institutionalized  persons  onto  the  rules  used  for 
the  cash  programs  is  short-sighted. 


Many  People  Who  Need  Medical  Care  Cannot  Become  Eligible 
Because  of  Medicaid's  Categorical  Approach 


Even  if  a  State  has  a  medically  needy  program,  just  being 
poor  will  not  make  people  eligible  for  Medicaid.   Because  Medi- 
caid uses  the  "categorical  approach"  of  the  cash  assistance  pro- 
programs,  significant  numbers  of  the  poor  population  have  no 
way  to  qualify  for  Medicaid  benefits.   These  include  working- 
age  adults  with  no  children  and  two-parent  families  in  most 
States.   It  is  one  thing  to  decide  that  such  families  and  per- 
sons will  not  be  eligible  for  cash  assistance,  but  it  is  quite 
another  to  exclude  them  from  medical  care. 


A  child  needs   a  back  brace  and  continuous 
medical   services   for  several    years   to  correct  a 
slight   curvature  of  the  spine.      He  is   one  of 
three  children.      Both  parents   work   full-time, 
but   their  annual   income  amounts    to   $7,000.      Un- 
less   the  State  in  which   they  live  has   a  medical 
assistance  program  for  low-income  children   under 
twenty-one   years  of  age,    there   is  no  way   this 
child  could  become  eligible  for  Medicaid.      Only 
sixteen  States   and   the  District  of  Columbia  have 
this  program.      In  all   other  States,    the  child 
can  be  covered  only  if  the  father  deserts. 


Adults    also   suffer    from   the    categorical   approach.      Unless 
a  single,    poor,   working-age    adult  is   so  disabled  that    (s)he   is 
likely   to  die   or  to  be   severely  incapacitated   for  at  least  a 
year,    there  is   no   chance   for  Medicaid  eligibility.      Even   though 
the  primary  objective   of  the  Medicaid  legislation  is    "rehabili- 
tation,"   the   actuality  is   that  poor   adults  who   need  short-term 
medical   care   to  become  healthy   and  productive   are   out  of  luck. 


A   woman  with   a   severe  skin   condition  was 
told  by  her  doctor   that   she  could  be  cured  with 
corrective   treatment.      However,   SSA  denied  her 
disability  application  because  her  condition  is 
treatable.      Thus,    the  woman  faces   a    "Catch-22" 
situation:      she  cannot  become   eligible  for  Medi- 
caid because  her  disability  can  be  corrected, 
yet  without  medical    assistance ,    she  cannot  af- 
ford  the  medical   care   to  remove   the  disability . 


MEDICAID  ELIGIBILITY  IS  AN  ADMINISTRATIVE  NIGHTMARE 


State  fact-finding  reviews   by   eligibility 
staff  from  HEW s  Medicaid  Bureau,    which   specifi- 
cally focused  on  Medicaid  policy,    identified  108 
possible  compliance   issues  in   fourteen   States. 
A  recent  GAO  audit   report   on  Medicaid  states 
that  between  October  1969   and  September  1974 
there  were   2,300   reported   instances  of  non-com- 
pliance   (1,100   separate  issues)    in   the  Medicaid 
program. 


The  equity  and" incentive  problems  in  Medicaid  are  at  times 
dwarfed  by  the  administrative  difficulties  in  eligibility  deter- 
mination.  It  is  not  possible  to  review  here  all  the  adminis- 
trative problems  in  the  Medicaid  eligibility  determination  pro- 
cess.  The  few  examples  given  below  should  convey  the  flavor  of 
the  administrative  chaos  that  exists  at  the  State  and  local 
level  in  their  attempts  to  apply  Federal  law  and  regulations. 


Federal  Regulations  for  Medicaid  Eligibility  Are  Incomprehen- 
sible 

A  Federal  judge  made  these  comments  following  a  recent 
Medicaid  court  case: 


As  program  after  program  has  evolved,  there 
has  developed  a  degree  of  complexity  in  the  Social 
Security  Act  and  particularly  the  regulations 
which  makes  them  almost  unintelligible  to  the  un- 
initiated.  There  should  be  no  such  form  of  refer- 
ence as  "45  C.F.R.  248.3(c) (1) (ii) (B) (2) "  dis- 
cussed below;  a  draftsman  who  has  gotten  himself 
into  a  position  requiring  anything  like  this 
should  make  a  fresh  start.   Such  unintelligibility 
is  doubly  unfortunate  in  the  case  of  a  statute 
dealing  with  the  rights  of  poor  people.* 


The  Federal  regulations  on  Medicaid  eligibility  often  con- 
fuse rather  than  clarify  Federal  law  and  policy.   The  format  and 
style  is  extremely  confusing;  long,  rambling  sections  and  exten- 
sive cross-referencing  make  it  difficult  for  one  to  grasp  the 


♦Friedman  vs.  Berger,  New  York,  28080,  19  76 


flow  of  a  policy  statement.   This  problem  is  compounded  by  the 
lack  of  section  headings  and  the  inadequate  indexing.   The  un- 
intelligibility  of  the  regulations  heightens  the  frustrations 
States  feel  in  trying  to  administer  the  Medicaid  program. 

Because  the  Federal  law  and  regulations  are  so  poorly 
written,  Medicaid  eligibility  policy  is  open  to  considerable 
interpretation.   If  this  lack  of  clarity  were  designed  to  give 
States  leeway  in  policy  implementation,  then  perhaps  it  would 
not  be  a  great  problem.   However,  the  regulations  are  frequently 
interpreted  quite  specifically  by  Federal  authorities  and  in  the 
courts.   Consequently,  much  State  and  Federal  staff  time  is  ex- 
pended interpreting  and  reinterpreting  Federal  regulations . 
Lacking  clear  guidance  from  the  regulations,  States  often  imple- 
ment Federal  policy  incorrectly;  policy  interpretations  vary 
among  regions,  States,  counties,  and  eligibility  workers,  caus- 
ing even  more  inequities. 


Federal  Policy  for  Medicaid  Eligibility  Is  Often  Unworkable 

Not  only  is  Federal  Medicaid  policy  difficult  to  under- 
stand, but  also  much  of  it  is  so  complex  as  to  be  unworkable. 
The  steps  involved  in  figuring  out  whether  an  applicant  is  eli- 
gible are  often  unclear.   The  most  troublesome  areas  include: 

•  determining  spend-down  cases , 

•  establishing  the  medically  needy  level, 

•  determining  eligibility  for  retroactive  coverage, 

•  treatment  of  income  and  resources, 

•  pursuit  of  third  party  liability, 

•  determining  residency,  and 

•  determining  eligibility  for  extended  coverage. 

States  are  not  complying  with  many  of  the  requirements  in 
these  areas  simply  because  they  do  not  understand  them  clearly 
or  because  the  requirements  are  administratively  infeasible. 
Some  requirements  cause  a  great  deal  of  confusion  and  are  a 
waste  of  workers'  time.   Often  there  is  just  no  simple  way 
to  carry  out  the  eligibility  determination  process. 

Administrative  ease  of  implementation  has  never  been  a 
major  concern  in  developing  Medicaid  policy.   Generally,  the 
major  concern  in  Congressional  policymaking  has  been  to  achieve 
equity  or  create  certain  incentives.   Often,  the  administrative 
problems  created  by  such  policies  far  outweigh  the  benefits 
they  provide . 


Severe  Understaf fing  Compounds  Medicaid's  Administrative  Problems 

3ecause  Medicaid  policy  is  complex  and  difficult  to  imple- 
ment, nothing  is  more  important  to  the  succcess  of  th«  program 
than  an  adequate  number  of  well-trained  and  qualified  staff. 
Yet  the  administration  of  Medicaid  eligibility  has  been  a  low 
priority  at  every  level  of  the  program,  from  HEW's  Central  Office 
to  State  and  local  Medicaid  agencies.   There  are  not  enough  staff 
who  understand  Medicaid  eligibility  well  at  any  level;  further- 
more, little  incentive  exists  for  States  to  chance  the  situation 
because  of  the  matching  rate  for  program  administration.   Medi- 
caid eligibility  workers  in  many  States  have  extremely  low  pay, 
high  caseloads,  and  no  career  potential  in  their  jobs. 

At  the  Federal  level,  there  are  only  five  Medicaid  eligibil- 
ity specialists  to  respond  to  the  continuous  requests  for  tech- 
nical assistance  from  the  States,  to  develop  policy  interpretive 
materials,  to  write  the  Medicaid  regulations,  to  perform  eligi- 
bility training,  and  to  conduct  State  eligibility  reviews.   Com- 
pared to  the  number  of  eligibility  specialists  in  other  transfer 
programs,  Medicaid  is  severely  understaffed,  despite  its  com- 
plexity and  the  billions  of  dollars  involved. 


Lack  of  Coordination  Between  SSI  and  Medicaid  Has  Tremendously 
Complicated  Medicaid  Eligibility  Administration  for  the  Aged, 
Blind,  and  Disabled 

On  January  1,  1974,  funding  and  administrative  responsi- 
bility for  basic  cash  assistance  to  the  aged,  blind,  and  dis- 
abled was  removed  from  State  agencies  and  placed  at  the  Federal 
level  in  the  Social  Security  Administration.   The  administration 
of  Medicaid,  however,  remained  the  responsibility  of  the  States, 
and  States  continued  to  assume  major  fiscal  responsibility  for 
Medicaid.   This  division  of  responsibility  has  caused  tremendous 
problems  for  Medicaid  program  administration. 


Conversion    to  SSI  complicated  Medicaid   for   the 
aged,    blind,    and  disabled.      Before   the  SSI  program 
went   into   effect,    all    aged,    blind,    and  disabled 
cash   assistance  recipients   were  automatically   eli- 
gible  for  Medicaid.      With  SSI,    States   were   given 
three  options  with  regard   to  Medicaid   eligibility . 
Twenty-eight   States   now  make  Medicaid   eligibility 
automatic   for  all    persons   determined   eligible   for 
SSI;    seven   States   use  SSI  criteria   in  determining 
elig  fcy  but  they  require  a  separate  application 

(continued) 
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(continued) 

for  Medicaid;    and  fifteen  States   require  a  sep- 
arate application  for  Medicaid  and   use  different 
eligibility  criteria  from  SSI.      These  different 
options   cause  greater  inequities   among  States   in 
in   their  Medicaid  coverage,    and  Medicaid  eligi- 
bility is   even  more   complex  to  administer  and 
even  more  confusing  to  recipients . 


Regardless  of  which  option  a  State  uses,  all  State  Medi- 
caid agencies  are  largely  dependent  en  the  Social  Security  Ad- 
ministration for  decisions  regarding  cash  assistance  and  cate- 
gorical eligibility.   However,  a  lack  of  coordination  between 
SSA  and  States  results  in  frequent  duplication  of  effort  be- 
tween the  two  agencies.   Often  States  do  not  receive  timely  and 
accurate  information  from  SSI;  they  are  then  forced  to  require 
SSI  applicants  and  recipients  to  repeat  the  application  process 
for  Medicaid  purposes.   Disability  cases  are  particularly  a 
problem.   SSA's  disability  decisions  are  frequently  delayed, 
causing  State  Medicaid  agencies  to  go  ahead  and  make  disability- 
related  eligibility  decisions  (often  erroneously)  so  that  at 
least  Medicaid  services  can  be  provided. 


Much  confusion  between  SSA  and  State  Medi- 
caid programs  results  because  of  problems  with 
SSA's   State  Data  Exchange    (SDX)    system,    the  key 
information   transmittal   system  for  SSA.      The 
data   that  SSA  sends   to   the  States  on   the  SDX 
data  file  is   frequently  inaccurate,    untimely, 
and  difficult   to  decipher.      States  get  much  data 
they  do  not  need,   while  other  more  important 
types  of  information   are  not  included  in   the 
system  at   all.      Federal   and  State  Medicaid  staff 
are  also  poorly   trained  in  how   to   use   the  SDX. 
Since   the  SDX  is   the  main  source  of  information 
on   the  greatest   utilizers  of  Medicaid  services 
(i.e. ,  ~adult  recipients)  ,    the  SDX  should   contain 
exactly   the  data  State  Medicaid  agencies   need, 
and  States  should  receive   thorough   training  in 
how  to   use  it. 
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Coordination  problems  also  extend  into  the  policy  area. 
There  are  several  policy  conflicts  between  Medicaid  and  SSI. 
For  example,  conflicts  exist  in: 

•  how  each  agency  treats  deeming  and  relatives' 
responsibility , 

•  how  the  transfer  of  assets  prior  to  application 
is  handled, 

•  how  the  family  unit  is  defined, 

•  how  optional  supplements  by  the  States  to  the  basic 
SSI  grant  are  regarded, 

•  how  grandfathered  cases  are  treated,  and 

•  how  residency  is  handled. 


Poor  SSI/Medicaid  Coordination  Severely  Affects  Adult  Medicaid 
Recipients 

SSA  staff  are  inadequately  trained  in  how  Medicaid  works. 
Neither  are  Medicaid  personnel  sufficiently  familiar  with  SSI. 
Because  of  the  misunderstandings  on  both  sides,  the  quality  of 
referrals  is  generally  poor.   SSA  staff  cannot  explain  how  Medi- 
caid works  to  SSI  recipients,  so  that  frequently  recipients  do 
not  understand  how  to  use  their  Medicaid  cards.   Similarly, 
Medicaid  staff  often  are  confused  about  when  they  should  co- 
ordinate with  SSI  on  case  actions.   All  too  often,  aged,  blind, 
and  disabled  applicants  are  caught  between  the  two  systems,  not 
knowing  which  one  to  turn  to  for  what.   If  it's  not  clear  to  the 
staff  in  both  agencies  how  Medicaid  and  SSI  should  relate,  then 
it's  not  difficult  to  imagine  how  confused  recipients  can  be- 
come . 


In   twenty-two  States   all   SSI  recipients  have 
to  go    through  a  separate  application   process   for 
Medicaid .      In   all   States,   new  SSI  recipients 
must   file  separate  applications  with    the  Medicaid 
agency  if  they  want   retroactive  Medicaid  cover- 
age;   the  Medicaid  agency   also  handles  SSI   long 
term  care   cases   in   all    the  States.      Both   agencies 
are   then   involved  with   these   cases,    usually    to 
the  confusion  of  each  other  and   the  beneficiaries . 
Aged,    blind,    and  disabled  people  are  perhaps    the 
least   able   to   deal   with   two   agencies ,    especially 
when    they  must   travel    to  different   offices    to 
complete   application   forms. 
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Substantial  Non-Compliance  with  Federal  Eligibility  Policy 
Exists  Among  State  Medicaid  Programs 

With  the  enormous  administrative  problems  plaguing  the 
Medicaid  program — the  confusing  Federal  regulations,  the  many 
eligibility  provisions  which  are  totally  unworkable,  the  lack 
of  coordination  with  SSI,  and  the  inadequate  staffing — it 
should  not  be  surprising  that  many,  if  not  all,  States  are  out 
of  compliance  with  Federal  policy  on  a  number  of  issues.   One 
typical  example  is: 


In  August  1972,    a  major  increase  in   Title 
II  benefi ts   was   passed  by   Congress .      Congress 
also  decided   that   this  particular  increase 
should  not   cause  any  recipients   to  lose   their 
Medicaid  eligibility .      To   this  day,    all   States 
are  still   supposed   to  disregard   the  August 
1972  Social   Security  increase  when  determining 
current  Medicaid  eligibility  for  persons  who 
would  have  been  eligible  for  it  at   the   time. 
To  use  this  particular  disregard,   workers  must 
reconstruct  a  Medicaid  applicant' s   eligibility 
status   in  August  1972.      Not  one  State   visited 
by  Medicaid  Bureau  or  USR&E  staff  over   the 
last   two  years   appeared   to  be  complying  with 
this   requirement. 


Rampant  non-compliance  in  Medicaid  eligibility  is  a  major 
administrative  problem  in  and  of  itself.   But  the  numerous  com- 
pliance issues  discovered  in  the  last  few  years  emphasize  both 
the  lack  of  adequate  Federal  guidance  and  monitoring  and  the 
fact  that  administrative  feasibility  has  rarely  been  considered 
when  policies  are  established. 
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THE  FIVE  REFORM  PACKAGES 

Medicaid  eligibility  needs  reform.   The  inequities,  ad- 
verse incentives,  and  administrative  chaos  must  be  addressed. 
But  there  is  little  agreement  on  several  basic  questions  about 
what  shape  reform  should  take: 

•  Should  Medicaid-only  eligibility  continue  to  be  closely 
linked  to  cash  assistance? 

•  Should  eligibility  criteria  be  more  uniform  across 
States,  or  should  States  have  more  flexibility  in 
structuring  their  program? 

•  Is  major  legislative  change  to  Medicaid  feasible, 
especially  with  all  the  attention  on  welfare  reform 
and  national  health  insurance  proposals? 

Literally  hundreds  of  specific  suggestions  for  "reforms" 
were  reviewed  in  the  course  of  this  study.   But,  because  of 
disagreement  over  the  basic  questions,  the  specific  suggestions 
were  often  contradictory.   To  capture  the  range  of  alternatives 
available  to  policymakers,  the  many  individual  suggestions  were 
organized  into  five  internally  consistent  packages,  each  of 
which  answers  the  basic  questions  in  a  different  way.   The  five 
reform  packages  are: 

A.  The   Administrative    Reform  Package; 

B.  Minor   and  Technical    Medicaid   Reforms; 

C.  Major   Cross-Program  Standardization; 

D.  The   Minor  State   Flexibility    Reform  Package;    and 

E.  Major  State   Flexibility    for  Medicaid. 

As   the  exhibit  on   the   next  page   shows,    these    reform  pack- 
ages  lie   along   a  single   continuum,    ranging   from   "Major  Cross- 
Program  Standardization"    at  one  extreme,    to    "Major  State   Flexi- 
bility"  at   the   other. 

Packages   B   and  C  envision   a  stronger  Federal   role    and  a 
more   uniform  program  across   States;    Package    D  and  E   allow 
States   themselves    to   try   to  solve   problems  which  have   not   ap- 
peared  to  be   solvable   on    the   national    level.      However,    Package 
A,    The   Administrative    Reform   Package,    stands    alone    and   should 
be    implemented   regardless   of   the   direction   of  other  policy 
changes . 

The   following  discussion  describes  very  briefly   the   con- 
tent of   the   reform  packages.      An   item-by-item  listing   for  each 
package   is   included  at   the   end  of   this   summary.* 


♦Readers   of   the    full   report   volume  will   find   the   itemized 
packages   in  Chapter 
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A.   ADMINISTRATIVE  REFORM  PACKAGE 

This  package  focuses  on  an  assortment  of  administrative 
problem  areas  in  Medicaid  eligibility,  including  among  others: 

•  misunderstanding  at  all  levels  of  operation, 

•  poorly- written  Federal  regulations ,  and 

•  lack  of  coordination  between  Medicaid  and  SSI. 

The  major  thrust  of  this  package  is  to  correct  those  aspects  of 
Medicaid  program  administration  which  are  acutely  in  need  of 
reform  but  do  not  require  significant  legislative  or  regulatory 
change.   The  reforms  in  this  package: 

—  Do  not  affect  the  policies  or  administration  of  the 
cash  assistance  programs, 

—  Will  not  result  in  significant  increases  in  program 
costs , 

—  Do  not  depend  upon  decisions  about  what  direction 
future  reforms  should  take, 

—  Will  require  additional  administrative  resources, 

—  Are  essentially  value-free,  and 

—  Are  the  least  difficult  to  implement  of  the  five 
reform  packages. 

This  reform  package  should  be  and  can  be  implemented  re- 
gardless of  whether  or  not  any  other  reforms  are  enacted. 


B.   MINOR  AND  TECHNICAL  MEDICAID  REFORMS 


This  package  consists  of  a  series  of  relatively  minor 
amendments  to  Title  XIX  law  and  regulations  which  would  in- 
crease the  efficiency  of  administration  and  equity  of  the  pro- 
gram without  necessitating  major  legislative  or  regulatory 
change  in  Medicaid  or  the  cash  programs . 

The  specific  goals  of  this  package  are  to: 

—  Eliminate  certain  inequitable  eligibility  criteria, 

—  Amend  particularly  complex  and  dif ficult-to-administer 
Medicaid  eligibility  provisions,  and 

—  Increase  uniformity  in  Medicaid  coverage. 
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C.   MAJOR  CROSS-PROGRAM  STANDARDIZATION 

This  reform  package  consists  of  very  major  reforms  to  both 
the  cash  assistance  and  Medicaid  programs  which  would  achieve 
considerable  uniformity  in  Medicaid  coverage  across  programs 
and  across  States. 

By  substantially  changing  Titles  IV- A,  XVI,  and  XIX  of  the 
Social  Security  Act,  the  reforms  would  involve: 

—  Simplification  and  standardization  of  eligibility 
criteria  and  procedures  for  Title  XIX, 

—  Consolidation  and  standardization  of  eligibility  cri- 
teria and  procedures  across  all  major  transfer  programs, 
and 

—  Expansion  and  uniformity  of  Medicaid  coverage  groups. 

The  costs  of  this  package  would  be  substantial,  but  the 
changes  proposed  would  vastly  improve  the  equity  of  Medicaid 
eligibility  for  poor  people.   This  reform  would  help  move  pub- 
lic health  care  financing  closer  to  some  form  of  National  Health 
Insurance . 


D.   THE  MINOR  STATE  FLEXIBILITY  REFORM  PACKAGE 


Reform  Packages  B  and  C  would  tend  to  standardize  Medicaid 
nationwide  and  would  reduce  State  flexibility  in  implementing 
the  program.   More  uniform  standards,  however,  would  severely 
reduce  State  control  over  program  costs.   In  addition,  uniform 
national  programs  tend  not  to  be  responsive  to  particular  con- 
ditions in  each  State  or  to  special  needs  of  recipients. 

State  governments  are  closer  to  their  constituents  than  is 
the  Federal  government,  and  States  are  painfully  aware  that 
policy  cannot  be  implemented  without  workable  administrative 
procedures.   Therefore,  the  thrust  of  Packages  D  and  E  is  to 
simplify  and  improve  Medicaid  eligibility  by  giving  greater 
flexibility  to  the  States. 

In  Package  D,  the  basic  Federal/State  structure  of  the 
Medicaid  program  would  not  be  changed,  but  States  would  be 
given  greater  flexibility  in  certain  specific  areas  of  Medicaid 
eligibility  policy. 
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E.   MAJOR  STATE  FLEXIBILITY  FOR  MEDICAID 

This  reform  package  calls  for  a  radical  restructuring  of 
the  medically  needy  program.   Beyond  the  cash  assistance  popu- 
lation, States  would  be  free  to  establish  their  own  Medicaid 
eligibility  rules.   State  Medicaid  programs  would  be  required  to 
cover  all  cash  assistance  recipients  automatically,  and  Federal 
matching  for  this  group  would  be  unlimited  (as  at  present) .   For 
Medicaid  coverage  of  non-cash  recipients,  the  amount  of  Federal 
funds  available  to  each  State  would  be  limited  in  a  manner  simi- 
lar to  that  currently  used  for  Title  XX. 


ABOVE  ALL  ELSE,  MEDICAID  REFORM  SHOULD  AVOID  THE  MISTAKES  OF  THE 

PAST 

Regardless  of  what  exact  changes  are  made  to  Medicaid  eli- 
gibility, there  are  major  lessons  to  be  learned  from  the  past 
ten  years  of  experience;  not  building  on  these  lessons  would  be 
the  worst  mistake  that  could  be  made  in  reforming  the  Medicaid 
system.   Three  points  seem  especially  worthy  of  mention. 

First,  the  cash  assistance  programs  should  not  continue 
setting  Medicaii  policy.   Medicaid  costs  now  exceed  SSI  and  AFDC 
combined.   At  a  minimum,  careful  attention  has  to  be  given  to 
the  impacts  of  any  change  in  cash  assistance  policy  for  the  Medi- 
caid program.   This  is  particularly  true  for  eligibility  policies 
which  may  affect  the  institutionalized.   Medicaid  has  to  be  of 
utmost  consideration  if  for  no  other  reason  than  cost. 

Second,  administration  and  the  "workability"  of  eligibility 
provisions  must  receive  due  attention.   Some  equity-related  re- 
forms may  not  be  worth  the  administrative  cost. 

Third,  States  should  be  in  on  the  planning  for  whatever 
changes  are  made.   In  the  past,  States  have  not  been  given  ade- 
quate opportunity  to  provide  input  to  Federal  Medicaid  policy. 
Many  problems  caused  by  eligibility  policies  could  possibly  have 
been  avoided  if  State  Medicaid  staff  had  been  more  involved  in 
the  policy  formulation. 

If  Welfare  Reform  becomes  a  reality  in  the  near  future, 
these  three  points  are  particularly  important.   Unfortunately, 
the  details  of  President  Carter's  Welfare  Reform  proposal  became 
available  too  late  to  be  considered  in  the  study.   However,  Wel- 
fare Reform  unquestionably  would  have  a  major  impact,  for  good 
or  bad,  on  Medicaid  eligibility.   And  it  would  be  a  shame  not  to 
have  learned  from  the  SSI  experience  that  Medicaid  implications 
must  be  explicitly  considered  whenever  eligibility  policy  is 
under  review. 
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A.   THE  ADMINISTRATIVE  REFORM  PACKAGE 

Much  could  be  done  to  improve  the  administration  of  Medicaid 
eligibility  immediately.   The  major  thrust  of  this  package  is  to 
correct  those  aspects  of  Medicaid  program  administration  that  are 
acutely  in  need  of  reform  but  do  not  necessitate  significant  legis- 
lative or  regulatory  change.   The  reforms  in  this  package  would  not 
affect  the  policies  or  administration  of  the  cash  assistance  pro- 
grams, nor  would  they  result  in  significant  increases  in  program 
costs.   These  reforms  do  not  depend  upon  decisions  about  what  direc- 
tion future  reform  should  take.   As  such,  this  reform  package  is  the 
least  difficult  to  implement  of  the  five  packages.   It  is  essentially 
value- free,  and  it  is  also  the  only  reform  package  that  should  be 
implemented  regardless  of  whether  or  not  any  other  reforms  are 
enacted. 

This  packages  focuses  on  an  assortment  of  administrative  problem 
areas  in  Medicaid  eligibility  ranging  from  understaf fing  at  all 
levels  of  operation  to  poorly-written  Federal  regulations  to  lack  of 
coordination  between  Medicaid  and  SSI.   The  often-neglected  area  of 
data  collection  and  data  processing  for  eligibility  information  is 
addressed,  as  is  the  problem  of  public  understanding  of  Medicaid  eli- 
gibility provisions.   Again,  it  should  be  stressed  that  only  changes 
that  require  little  if  no  legislative  or  regulatory  actions  are  in- 
cluded in  this  package . 

Since  administrative  expenses  are  particularly  hard  to  estimate, 
especially  at  the  Federal  level,  no  dollar  cost  estimates  are  given 
for  any  of  the  reforms  in  the  Administrative  Reform  Package.   For 
those  reforms  which  USR&E  felt  some  cost  discussion  could  help 
crystallize  relevant  trade-offs,  the  discussion  is  included.   For 
the  others,  no  comments  are  included. 
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A.       ADMINISTRATIVE    REFORM   PACKAGE 


STAFF    DEVELOPMENT   AND   TECHNICAL   ASSISTANCE.       THE    STAFFING   CAPA- 
BILITY   FOR   MEDICAID   ELIGIBILITY    AT   THE    FEDERAL,    STATE,    AND 
LOCAL   LEVELS    SHOULD   BE    IMPROVED. 

•  increase  the  rate  of  Federal  Financial  Participation 
(FFP)  for  the  States  to  seventy-five  percent  for  the 
salaries  of  staff  involved  in  Medicaid  eligibility 

•  develop  "recommended"   standards   of  staff /caseload 
ratios    to  States   for  local    eligibility   determination 
staff 

0     increase    the  HEW  Central   and  Regional   office  staff  so 
that   a   sufficient   number  of  well-trained   full-time 
Medicaid  eligibility   specialists   are   available    to  provide 
prompt   and  accurate  guidance   to   the  States 

provide  sufficient   staff   to  develop  policy 
interpretive  materials  promptly 

provide   sufficient   staff   to  respond   to  specific 
questions   or  requests   for   technical    assistance   from 
the  States 

provide  at   least   one   Medicaid  eligibility  specialist 
per  Region 

•  develop  additional   mechanisms    through    the  Medicaid  Man- 
agement  Institute   to  support   improvements   in    the  manage- 
ment  of  eligibility   determination  in   the  Medicaid  program: 

provide   Federal   funds   for  Federal- to-State  and 
State-to-State    technical   assistance 

develop  procedures   for  identifying  and  disseminating 
exemplary  practices ,    e.g.,   written  materials ,    forms 

assist   States  in    the  development   of  corrective 
action  plans   based  on  quality   control   results 

assist   States  in   areas   of  special    need,   i.e.,   SDX 
and   BENDEX   training 


PROGRAM   COORDINATION.       COORDINATION   BETWEEN    THE    MEDICAID   PROGRAM 
AND   OTHER   INCOME    TRANSFER   PROGRAMS    SHOULD   BE    IMPROVED. 

•     mandate    the  development  of  "cross-program  impact   state- 
ments"  for  all   proposed  changes  in  major  income   transfer 
programs   so    that   policy   inconsistencies ,    excessive  benefit 
reduction   rates,    and   unplanned- for  repercussions   can  be 
fully   explored  before   final   decisions   are  made 

m     establish  ongoing  eligibility  policy   coordination   units 
within  HEW  with   najor   responsibility   for   coordinating 
Medicaid  with  other  major  income    transfer  programs 
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SSA/MEDICAID  RELATIONS.   CHANGES  NEED  TO  BE  MADE  TO  IMPROVE  THE 
OPERATIONS  OF  SSA  AND  THE  INTERFACE  BETWEEN  SSA  AND  MEDICAID. 

•  improve   the  referral   procedures  between  SSA  and  welfare/ 
Medicaid  offices   at   the  local   level 

a  standard  referral   form  should  be  developed 

better   training  on  Medicaid  should  be  provided 
to  SSA  claims  representatives 

the  outstationing  of  Medicaid  eligibility  staff 
in  SSA  offices  should  be  encouraged 

0     SSA  should  assume  responsibility  for  eligibility  determin- 
ation of  nursing  home   cases   and  cases  needing  retroactive 
coverage 

0     SSA  should  make  its   Quality  Assurance  program  more   useful 

States  should  be   regularly   informed  of  quality 
assurance   results 

SSA  should  assist  States  in  making  an  assessment  of 
the  cost  of  SSI  errors    to  Medicaid 

SSA  should  establish  more  stringent    Quality  Assur- 
ance procedures  and/or  clearer  guidelines   to  ensure 
the "consistent   application  of  disability  criteria 
across  States 

0  SSA  should  revise  its  termination  and  denial  letters  so 
that  SSI  applicants  and  recipients  are  not  misled  about 
their  potential   Medicaid  eligibility 

0  SSA  should  expedite  its  appeals  process  for  SSI  so  that 
Medicaid  claims   can  be  settled  in  a   reasonable   time  period 

0     SSA  should  use  the  same    time  limits   as  States    (i.e.,   sixty 
days)    in  determining  eligibility  for  disabled  SSI  appli- 
cants;  in   the  interim,   States  should  receive  full    FFP  for 
all   Medicaid  presumptive  disability  cases 

0     SSA  should  develop  record-sharing  policies  with  State 

disability  determination   units   in   order   to   avoid   unneces- 
sary duplication  of   the   disability  determination   process 

0     SSA  should  undertake  a   complete  review  and  modification  of 
the  State  Data  Exchange    (SDX)    system   to  improve   its   con- 
tent,   timeliness ,    accuracy ,    and   usefulness    to  States 

much  SDX  data   currently    transmitted    to  States   is 
useless   and   thus  should  be  deleted 

the  carrier  name   and  policy  number  for  private 
insurance  coverage  should  be  on    the  SDX  insi.j:ad  of 
the  current   Yes/No  indicator 

the  Medicare  claim  number   and   the  Medicare  buy-in 
status   for  each  SSI  recipient  should  be  on    the  SDX 

clearer  codes   should  be   developed  for  suspended  SSI 
cases   so    that   States   can   easily   and   accurately 
determine  Medicaid  eligibility  status 
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the  actual    date  of  disability  onset,    up   to   three  months 
prior    to  application ,    should  be  on    the  SDX 

the  actual  date  of  death  for  a  deceased  person  should 
be  included  on  the  SDX  to  aid  in  retroactive  coverage 
determinations 

eligibility  start   and  stop   dates  should  be  cl^ar   for 
each   case,    as   well    as    the  current   eligibility  status   of 
the  case 

SSA  should  stop   transmitting  case  records    that   are 
known    to  have   errors   on    the  SDX 

SSA   should  provide   States   with  extensive    training  in    the 
SDX  and  BENDEX  systems 

SSA  should  test  the  installation  of  an  on-line  system 
linking  the  SDX  to  a  State  Medicaid  system,  since  the 
tape-to-tape  approach   continues    to  cause  delays 


DISSEMINATION   OF    POLICIES    AND   POLICY    INTERPRETATIONS.       FEDERAL 
MEDICAID   POLICY    SHOULD   BE    TPANSMITTED   TO    THE    STATES    IN    A    MOPE 
TIMELY,    CONSOLIDATED,    AND  ORGANIZED    MANNER. 

•  restrict   dissemination  of  changes   in   Federal   Medicaid 
policy    to  a   single   information   channel 

m     provide  States   at   least   forty- five  days   lead   time  before 
new  policy  materials   must  be  implemented 

•  provide  States  with  interpretive  materials   concerning  new 
Federal   policies   at    the  same   time   the  new  policies   are 
issued 

•  provide  States  with   alternative   interpretations   of  Federal 
policies  when  more   than  one   alternative   is   acceptable 

•  establish   formal   mechanism  for  States   to   comment    upon   all 
policy   interpretive  materials 


FEDERAL    MONITORING.       HEW   SHOULD    DEVISE    A   MORE    EFFECTIVE    SYSTEM 
FOR   MONITORING   STATE    COMPLIANCE    WITH    FEDERAL    POLICY. 

•  revise    the  State  Plan  Pre-print 

•  establish   a   periodic  Central   Office   review  of  all   State 
Medicaid  eligibility  plans 

•  base  monitoring  activities   upon  State  Medicaid  manuals   and 
not   upon   t.ie  State  Plan  Pre-print 

•  revise  approach    to  citing  State   compliance   issues   so    that 
Federal  policy  is  better-enforced 

•  rethink   the  current   role  of  HEW  Regional    Office   staff  who 
mush  serve  both   as    compliance  monitor  and   as   provider  of 
assistance   at    the  same    time 
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6.   DATA  COLLECTION  AND  COMPUTER  SYSTEMS.   IMPROVEMENTS  SHOULD  BE 
MADE  IN  THE  PROCESS  WHEREBY  STATES  COLLECT  AND  PROCESS  DATA 
CONCERNING  MEDICAID  ELIGIBILITY. 

•  mandate   to  States  a  minimum  data  set  regarding  eligibility 
information 

Federal  reporting  requirements  should  be  expanded  to 
insure  that  data  already  collected  by  many  States  is 
available  for  program  planning  purposes 

•  provide  increased  FFP  for  any  State  effort  to  automate   the 
Medicaid  eligibility  determination  process    (not   just 
linked  to  MMIS) 

•  improve   the  MMIS  for  eligibility  purposes 

-  loosen   the  MMIS"  guidelines  so  States   can  develop  and 
implement  components  only 

upgrade  the  MMIS  recipient  eligibility  module  so 
that  it  is  equal  in  sophistication  to  the  claims 
payment  component  (e.g.,  a  prototype  eligibility 
system) 

encourage  development  of  data  systems   linkage 
between  a  more  developed  eligibility  module  and   the 
claims  payments  module 

m     improve  HEW  efforts   at  collection,    analysis ,   and  dissemin- 
ation of  Medicaid  eligibility  data  on  a  periodic  basis 

0     assist  States  in  improving  their  linkages  with   data 

systems  of  other  programs  important   to  Medicaid  eligibil- 
ity 

-  SDX 

-  BENDEX 
Medicare  Buy-In 


QUALITY   CONTROL.       PROCEDURES    SHOULD   BE    IMPROVED   TO   INCREASE    THE 
UTILITY   OF   MEQC    DATA. 

•     revise  MEQC  sampling  procedures 

the  MEQC  sample  should  be  drawn  from  Medicaid  cases 
rather  than   claims 

the  MEQC  sample  should  include  rejected  applicants 
as   well   as   recipients 

MEQC  should  look  at  all   paid  claims   for  a  given    time 
period  rather   than   a  single  claim 

the  MEQC  sample   size  should  be  increased   to  a   level 
which  allows   greater  statistical   precision 

m     insure   that  MEQC  reviewers  have   complete   and   up-to-date 
knowledge   of  State  and  Federal   Medicaid  eligibility 
criteria 
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increase    the  Federal   MEQC  subsample   and   compare  eligibil- 
ity  decisions   with   Federal   Medicaid  policy   as   well    as   with 
State   policy 

increase    technical    assistance    to  States   for  improving 
their  eligibility   determination  system 

assist  States   in    the  analysis   of  MEQC  data   and   the 
development   of  corrective  action  plans 

assist  States   in    the   use  of  error-prone   case  profiles 

assist   States    in   analyzing   the   cost   effectiveness   of 
their   verification   procedures 

expand  MEQC   to   broaden   its    utility 

develop  a   cross-program  eligibility  QC  system  which 
draws  a   single  sample  and   reviews  AFDC ,   Medicaid , 
SSI  and  Food  Stamps   cases   at    the   same    time 

explore  broadening  MEQC   to   include   Utilization 
Review   of   the   cases   already   included   in    the 
sample 


8.   PUBLIC  INFORMATION  AND  CLIENT  RIGHTS.   HEW  SHOULD  TAKE  STEPS  TO 
INSURE  THAT  MEDICAID  RECIPIENTS  AND  POTENTIAL  RECIPIENTS  ARE 
ADEQUATELY  INFORMED  ABOUT  THE  PROGRAM  AND  THEIR  RIGHTS  AND 
RESPONSIBILITIES  AS  RECIPIENTS  AND/OR  APPLICANTS. 

•  develop  standards    to  insure   that   States  provide    the 

public  with   clear,    easy-to-read ,    comprehensive   information 
about  Medicaid  eligibility ,    e.g.,    a  standard   that   all 
materials   be   comprehensible    to  an   individual   with   an 
eighth   grade   education.      Such   information   would  include: 

material    for  public  service   announcements   on   radio 
and   television 

material  on  rights  and  responsibilities  of  appli- 
cants and  recipients  to  be  distributed  in  welfare 
offices   and  Social   Security  offices 

application   forms   and  notices    to  applicants   concern- 
ing eligibility  decisions ,    the  reasons   why    they   were 
made,    and   the  procedures  whereby   appeals   can   be 
filed 

general    information  which   compares   AFDC,    SSI,    Food 
Stamps,    Medicaid ,    and  Medicare 

0     monitor  State  operations    to  insure    that   all    State 
Medicaid  materials   meet    these   standards ,    i.e.,    that 
public   understanding  is   adequately  promoted 

•  enforce   deadlines   for  fair  hearings 

•  enforce  deadlines   for  decisions   on  new  applications   and 
redeterminations    (including  SSI) 

0     require  States   and    the  Medicaid  Bureau   to  set   up  ombudsman 
offices    to  insure   that   recipient   concerns   get   adequate 
attention 
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FEDERAL   REGULATIONS.       THE   FEDERAL   REGULATIONS    FOR  MEDICAID 
SHOULD  BE    REWRITTEN   AND   REFORMATTED   TO    INCREASE    THEIR   CLARITY 
AND   UTILITY.       THE    SSI    REGULATIONS     (20   CFR  416)     SHOULD   SERVE    AS 
A  PROTOTYPE. 

•  develop  a  usable  index  for  the  regulations 

•  include   a  definition-of- terms  section 

•  eliminate  extensive  cross-referencing 

•  use  short,    self-contained  discussions  of  specific   topics 
in   the  regulations 


10.   UNCLEAR  POLICIES.   THE  FEDERAL  REGULATIONS  AND  OTHER  POLICY 

MATERIALS  SHOULD  BE  CLARIFIED  IN  A  NUMBER  OF  SPECIFIC  ELIGIBIL- 
ITY POLICY  AREAS.   THESE  AREAS  INCLUDE: 

•  spend- down:      the  definition  of  in-hand  and  available 
income,   accounting  periods,    use  of  non-eligible  family 
members'   medical   expenses  in  meeting  spend-down ,   relation- 
ship of  third-party  insurance ,    definition    of  incurment,   and 
countable  medical   expenses 

m     State   residency  requirements   for   the  institutionalized 
placed  out-of-State ,    foster  children,    and  institutional- 
ized children  whose  guardians  move  out-of-State ,   and 
migrants 

•  State-administered  optional   supplements :      definition  of 
"reasonable  classification"   for  purposes  of  Medicaid 
eligibility 

m     personal   needs   allowance    (PNA)    of  the  institutionalized : 
monitoring   the  PNA;   when  and  how  the  PNA  can  be  reduced 
or  increased 

0     setting  the  medically  needy  level 

0     retroactive  coverage  provision:      definition  of  "in  hand," 
extent   to  which  separate  determinations   are   required  for 
specific  retroactive  periods 

0      continuity  of  eligibility   for  Medicaid-only   grandfathered 
cases 

0     applicability  of  Medicaid  maximum  on   gross   income   for 
categorically  needy    (i.e.,    "Medicaid  cap") 

0     how   relatives'    responsibility   provisions   relate   to   SSI  and 
SSI-related  cases 

0     allowable  income  disregards   and  income   exclusions  by 
category 

0     extent   to  which   States   can   impose  additional    conditions   of 
eligibility ,    e.g.,   Medicare  buy-in   and  current  medical   need 
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•      termination  procedures :      extent   to  which  fair  hearings   are 
required   and  required  procedures 

0      treatment   of  non-citizens 

0      extent    to  which   States   must   engage   in   independent    verifi- 
cation  of  all    SSI   eligibility   criteria 
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B.   MINOR  AND  TECHNICAL  MEDICAID  REFORMS 

If  it  were  decided  that  only  minor  change  to  the  current 
Medicaid  law  and  regulations  on  eligibility  were  feasible  at 
this  time,  the  following  reform  package  would  apply.   Generally, 
this  package  consists  of  a  series  of  relatively  minor  amendments 
to  Title  XIX  law  and  regulations .   None  of  these  changes  would 
affect  the  cash  assistance  programs,  nor  would  they  alter  the 
current  Federal-State  Medicaid  relationship.   Instead,  the 
general  purpose  of  these  reforms  would  be  to  increase  the  effi- 
ciency of  administration  and  equity  of  the  program  to  the 
greatest  extent  possible  without  necessitating  major  legislative 
or  regulatory  change  in  Medicaid  or  the  cash  programs.   The 
specific  goals  of  this  package  in  terms  of  equity  and  adminis- 
tration are  : 

•  to  eliminate  certain  inequitable  eligibility  criteria; 

•  to  amend  particularly  troublesome  and  dif ficult-to-admin- 
ister  Medicaid  eligibility  provisions;  and 

•  to  increase  uniformity  among  States  in  their  Medicaid 
coverage. 
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B.       MINOR   AND   TECHNICAL   MEDICAID    REFORMS 


1.       COVERAGE    GROUPS.       MEDICAID   ELIGIBILITY    FOR  CASH   ASSISTANCE 

RECIPIENTS    SHOULD   BE    STANDARDIZED  WITH   ONLY    LIMITED  EXCEPTIONS 

•     require  States   to   use  cash  assistance  criteria   for 
categorically  needy  Medicaid  eligibility    (but  allow 
separate  applications   for  SSI  recipients)    with  only 
two  permissible   exceptions : 

allow  States   to  impose   transfer  of  assets 
prohibitions 

allow  States    to  impose  relatives'    responsibility 
for   the  institutionalized ,   provided   that   adequate 
standards   of  living  are  maintained  for   the  non- 
institutionalized   relatives 


INCOME    LEVELS.       CURRENT   STATUTORY    MAXIMUMS   ON   MEDICAID    INCOME 
LEVELS    SHOULD   BE    REMOVED. 

•     eliminate   current  maximum  limitation  on  medically  needy 
levels,    i.e.,    133%   of   the  highest  AFDC  amount  paid 

0     eliminate  current   300%   "Medicaid  cap"   on   gross   income 

for  categorically  needy  aged,   blind,    and  disabled  persons 


DISREGARDS.       MEDICAID-ONLY    DISREGARDS    SHOULD   BE    SIMPLIFIED, 
CONSOLIDATED,    AND   STANDARDIZED. 

•     substitute   a  mandatory   rise  in  Medicaid  income   levels 

with   each   rise  in   Title  II  benefits   instead  of  the  current 
Title  II  cost-of-living  disregard 

m      require  States    to   use   the  AFDC   earned   income  disregards 
for  AFDC-related  cases   in    their  medically  needy  programs 
and   for  other  Medicaid  non-cash   groups 

0      require  States   to  protect   income  for  maintenance  of   the 
home   for   the  short-term  institutionalized  who   do  not 
have  any  dependents 
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4.  SPECIAL  NEEDS.  STATES  WHICH  COVER  SPECIAL  NEEDS  IN  THEIR  CASH 
PROGRAMS  SHOULD  BE  REQUIRED  TO  PROVIDE  THEM  IN  THEIR  MEDICALLY 
NEEDY  PROGRAMS. 

•   require  States    to  include   special    needs    in  determining 
eligibility  for  medical   assistance  if  they   are   included 
in   the  cash   programs 


RETROACTIVE  COVERAGE.   THE  ELIGIBILITY  DETERMINATION  PROCESS 
FOR  RETROACTIVE  COVERAGE  SHOULD  BE  MODIFIED  TO  SIMPLIFY 
ADMINISTRATION. 


EXTENDED  MEDICAID  COVERAGE.   PROVISIONS  FOR  EXTENDED  MEDICAID 
COVERAGE  SHOULD  BE  CONSOLIDATED  AND  SIMPLIFIED. 

•  establish   one    three-month   extended   coverage  provision   for 
both   AFDC   and  SSI   recipients   who  become   ineligible  because 
of  losing   their  categorical    relatedness  or  because  of 
increased   earnings 

•  modify    the  requirement    that   a   complete   redetermination  be 
done   for  extended   coverage  cases   and  require  only   that    the 
reason   for  ineligibility  be   reviewed 

m     eliminate   the  requirement   that  workers   monitor   the  con- 
tinued eligibility  of  extended  coverage   cases;   rather, 
the  responsibility   for  reporting  a   change  in   circumstances 
should  rest   with    the   recipient 


1.       RESIDENCY.   CONFLICTS  IN  STATE  RESIDENCY  POLICIES  SHOULD  BE 
RESOLVED . 

•  require  States   to   consider  an  individual   a  State  resident 
for  Medicaid  purposes    until    (s)he  has   established  resi- 
dence  in   another  State 

•  develop  a  legally  binding  definition  of  "intent   to   reside" 
for  Medicaid  purposes    (using  arbitrary   criteria) 

•  insure  that   migrants   are   not   denied  Medicaid  because  of 
questions  of  State   residence 
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SPEND- DOWN.       UNWORKABLE    PROVISIONS    OF   THE   SPEND- DOWN   PROGRAM 

SHOULD   BE    ELIMINATED. 

•  eliminate   the  requirement    that  States  prioritize  applica- 
tion of  spend-down  expenses    to  excess   income 

•  require  States    to  establish   clear  guidelines  on  allowable 
medical   expenses    for  meeting   the  spend-down  liability ,    for 
example,    transportation  and  over-the-counter  drugs 


iRANDFATHER   COVERAGE.       MEDICAID   GRANDFATHER   PROVISIONS 


SHOULD   BE    PHASED   OUT. 
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C.   MAJOR  CROSS-PROGRAM  STANDARDIZATION 

This  reform  package  consists  of  very  major  reforms  to  both  the 
cash  assistance  and  Medicaid  programs  which  would  help  to  achieve 
considerable  uniformity  in  Medicaid  coverage  across  programs  and 
across  States.   These  reforms  would  require  substantial  changes  in 
Titles  IV-A,  XVI,  and  XIX  of  the  Social  Security  Act.   Specifically, 
these  reforms  involve: 

•  simplification  and  standardization  nationwide  of  eligibility 
criteria  and  procedures  for  Title  XIX, 

•  consolidation  and  standardization  nationwide  of  eligibility 
criteria  and  procedures  across  all  major  transfer  programs, 
and 

•  expansion  and  uniformity  of  Medicaid  coverage  groups  nation- 
wide . 

This  reform  package  should  be  considered  in  conjunction  with 
Reform  Package  B,  Minor  and  Technical  Medicaid  Reforms.   Together 
they  represent  the  range  of  changes  needed  to  standardize  and 
simplify  the  Medicaid  program  nationwide. 

Estimating  the  costs  for  this  major  reform  package  was  difficult 
because  simple  extrapolation  of  current  program  data  was  rarely  feas- 
ible for  most  of  the  reforms.   The  numbers  provided  are  based  on 
numerous  assumptions  necessitated  by  the  severe  lack  of  current  pro- 
gram data.   The  numbers  should  be  seen  as  rough  guideposts,  not 
accurate  predictions. 

Here,  more  than  with  the  other  reform  packages,  the  participa- 
tion rate  question  is  vital.   Most  of  the  estimates  were  derived 
assuming  little  change  in  current  participation  rates.   But,  if  dra- 
matic improvements  are  made  in  interprogram  coordination,  and  if  a 
potential  recipient  can  apply  for  several  programs  with  the  same 
application,  participation  is  certain  to  increase.   Publicity  is 
another  potential  influence  on  participation.   A  major  legislative 
thrust  such  as  mandatory  coverage  of  low-income  persons  under  eight- 
een is  certain  to  increase  public  awareness  of  the  program. 
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MAJOR   CROSS-PROGRAM   STANDARDIZATION 


::;terprogram  coordination,  the  eligibility  determination  process 
should  be  standardized  and  consolidated  across  the  major  transfer 
programs. 

•  establish   uniform  definitions   for  eligibility   criteria 
to  be   used  by   all   major   transfer  programs 

•  require   a  single  multi-purpose  application   form  for   cash 
and  health   care  benefits   in   each  State,    abolishing  the 
separate  AFDC ,   SSI,   Food  Stamps,    and  Medicaid  eligibility 
determinations ,    but  still    allowing  for  some   differences 
in  exact   eligibility   criteria   among  the  programs 

•  Social   Security  offices   should  determine  all   program 
eligibility   for  adult   applicants;    State  welfare  agencies 
should  continue    to  handle  eligibility   determination   for 
families   and  children 

fiscal  liability  for  the  programs  would  remain 
the  same,  but  control  procedures  would  have  to 
be  worked  out 


DISREGARDS.   DISREGARDS  FOR  ALL  CASH  AND  MEDICAL  ASSISTANCE 
PROGRAMS  SHOULD  BE  STANDARDIZED. 

•  provide  a   $20   disregard  of  any   income  for   the  SSI, 
AFDC,    and  medically  needy  programs;    eliminate  all 
other   unearned  income  disregards 

•  standardize   the  earned  income   disregards   for   the  SSI, 
AFDC,    and  medically  needy   programs 

-  abolish    the   $30   and  one-third   earned  income   dis- 
regard for  AFDC  and   use  instead  a   standard  disre- 
gard for  earned   income  for  the  AFDC,    SSI,    and  medi- 
cally needy  programs,    with  a   fixed  maximum;    it 
should   include  all   work  expenses   except   child  care 

-  all   program  applicants   as  well   as   recipients  should 
receive   the  earned   income  disregard 


3.   INCOME  LEVELS.   INCOME  LEVELS  FOR  THE  CASH  AND  MEDICAL  ASSIS- 
TANCE PROGRAMS  SHOULD  BE  SIMPLIFIED  AND  STANDARDIZED. 

•  require  States    to   use  a   uniform  methodology  in 
establishing   the  AFDC  needs  standard 

•  -andate   that    the  medically  needy   level   for  a  State,    at 
a  minimum,    should  be   the  adult  payment   level   or    the 

C  needs   standard    (whichever  is  higher) 

32 


4.       RESOURCE    CRITERIA.       RESOURCE    DEFINITIONS    AND   LIMITATIONS    SHOULD 
BE    SIMPLIFIED   AND   STANDARDIZED   ACROSS    THE    CASH   AND   MEDICAL 
ASSISTANCE    PROGRAMS. 

•  establish  a   uniform  resource  definition  and  a   uniform 
minimum  resource  level   for  the  AFDC ,   SSI,   and 
medically  needy  programs 

•  mandate  a  one-year  transfer  of  assets  prohibition  for 
the  AFDC,   SSI,   and  medically  needy  programs 


5 .       DEEMING  AND    RELATIVES'     RESPONSIBILITY.       DEEMING   AND   RELATIVES ' 
RESPONSIBILITY   POLICIES    SHOULD   BE   ESTABLISHED   WHICH   ARE 
EQUITABLE    AND   UNIFORM  ACROSS    THE   CASH   AND   MEDICAL   ASSISTANCE 
PROGRAMS . 

•  establish   a  deeming  of  income  policy   to  apply  nationwide 
to  AFDC,   SSI,   and  Medicaid;   do  not   use   the  SSI  approach 

•  include  in  whatever  criteria   are  developed  provision  for 
spouses   and  parents  of  child  recipients   to  share  in   the 
cost  of  care  when  recipients   are  institutionalized 


6.       CATEGORICAL    DEFINITION.       THE   CATEGORICAL   DEFINITIONS    SHOULD   BE 
AMENDED   TO   BETTER  IDENTIFY   THE   TARGET   POPULATION   FOR  CASH   AND 
MEDICAL   ASSISTANCE. 

•  revise   the  definition  of  disability  for  cash   assistance 
and  Medicaid 

use  a  six-month   time   frame  for  length  of  disability 

eliminate   the  use  of  an  arbitrary  income  level   for 
determining  substantial   gainful   activity ;    other  more 
flexible  criteria  should  be  developed 

establish   that  sedentary  work  should  only  he  grounds 
for  denial   when  it  is   actually   available  in   the 
locality  in  which   the  applicant  lives 

allow  the  combination  of  multiple  disabilities  of 
a   less   severe  nature   to  be  sufficient   to  qualify 
persons   as   disabled 

eliminate  the  use  of  arbitrary   IQ  levels   in  deter- 
mining disability 

m  require  the  submission  of  psychosocial  histories  as  well 
as  medical  information  for  use  in  the  review  process  for 
disability  determination 

•  expand   the  definition   of  the  eligible   unit   for  cash   and 
medical   assistance   to  include   "essential   persons" 

•  revise    the  MA-21    program  so    that   it   becomes  medical 
assistance   to  low-income   children   under  age  18    (MA- 18) 
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COVERAGE    GROUP   EXPANSION.       STATES    SHOULD   BE    REQUIRED   TO   PHASE    IN 
MEDICAID   COVERAGE    OF   ALL    GROUPS    CURRENTLY    ALLOWABLE    UNDER   SSI, 
AFDC,    AND   MEDICAID   REGULATIONS. 


• 


mandate   coverage  of  all    the  medically   needy 

0     mandate  coverage  of  all   SSI  and  State  Supplement    (SSP) 
recipients 

0     mandate  coverage  of  AFDC-UF 

0     mandate  coverage  of  all   children  in  poor  families, 
-eluding  the  unborn    (MA- 18  program) 


8.       ALTERNATIVES    TO    INSTITUTIONALIZATION.       PROVISION   SHOULD   BE   MADE 
AMONG   THE    MAJOR   TRANSFER   PROGRAMS    TO    MEET    RECIPIENT   SPECIAL 
NEEDS    WHICH   WOULD  PREVENT   UNNECESSARY    INSTITUTIONALIZATION. 

•     establish   criteria  for  including  certain  special    needs   in 
the  eligibility   determination  process   of  AFDC,   SSI,    and 
Medicaid 

the   list  of  special   needs  should  include,    at   a 
minimum,    homemakers   and  domiciliary   care 


9.       SPEND- DOWN.       STATE    MEDICAID   PROGRAMS    SHOULD   COLLECT   THE   SPEND- 
DOWN    LIABILITY,    THUS    ASSUMING   TOTAL   ADMINISTRATIVE    RESPONSIBILITY 
FOR   THE    SPEND-DOWN   PROGRAM. 

•     require  States   to  establish   reasonable  payment   schedules 
for  recipients    to  pay  off  spend-down  liabilities 

0      prohibit   States  from  denying  medical   coverage  because  of 
non-payment   of  the  spend-down   liability;   however,    States 
should  make   every   attempt    to  enforce   collection  of  the 
liability 


10.       COMPLIANCE    AND   PERFORMANCE    STANDARDS.       PERFORMANCE    STANDARDS 

SHOULD   BE   ESTABLISHED   FOR   MEDICAID   ELIGIBILITY   WITH    INCENTIVES 
FOR   POLICY    COMPLIANCE    AS    WELL   AS    SANCTIONS. 
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D.       THE   MINOR  STATE   FLEXIBILITY    REFORM   PACKAGE 

The  previous   two  reform  packages   contained  modifications  of 
the   Medicaid  program  which  would  tend  to  standardize   the  program 
nationwide,    and,    as   such,    reduce   State   flexibility  in  implementing 
the  program. 

While  many  State  Medicaid  officials   are   for  national  standards , 
few  can  agree   on  what  the  standards   should  be.      The  only  standards 
that  would  be  satisfactory  to  the  majority  of  States   are   ones 
that  are   liberal   enough  so  that  no  State  would  have   to   cut  back   its 
program.      However,   imposing  liberal  standards   nationwide  would  be 
extremely   costly,    and  none  of  the  States    is  willirg,    or  able,    to 
pay   for  it.      Once   cost   constraints   are   introduced  into   the  decision- 
making,   States   tend  to  disagree  widely  on  what  Medicaid  policy 
should  be.      One   thing  they  all   are   in  agreement  on,   however,   is   that 
the   States   are   in   a  much  better  position  than  the  Federal   government 
to  make   and  implement  sound  policies. 

States  believe   that  many  of  the  problems   of  the  Medicaid  pro- 
gram are  due   to  the   fact  that  the  policymakers    (i.e.,   HEW  and  the 
Congress)    are   not  the  ones  who  have   to  implement  the  policies.      The 
result  is   a  proliferation  of  policies   that  are   administratively  un- 
workable.     Many  State  Medicaid  officials   feel  that  if  they  were 
given   the   flexibility  to  administer  the  Medicaid  program  as   they 
wish,    they  would  contribute   significantly  to  the  development  of 
exemplary  models   or  innovative   approaches  which  could  be   adopted  by 
other  States   as  well.      They  also  believe   that  they   are   closer   than 
Congress   and  HEW  to   their  constituents   and  are,  therefore,  in  a  better 
position  to  develop  policies  that   are   responsive   to  recipient  needs. 

These   arguments    form  the  basis    for  this   reform  package   and  the 
one  which  follows.      The  reforms   in  this  package   leave   the  basic 
structure  of  the  Federal-State   Medicaid  program  in  place   and  permit 
departures   from  specific  eligibility  policies   and/or  pi^cedures. 
The  reforms   in  Package  E  presented  later    represent   a  major   change   in 
the  overall  philosophy  of  the  Medicaid  program  and  would  involve 
adoption  of  a  Title   XX-like    approach  to  the  provision  of  medical 
assistance   to  the   needy. 
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The   reforms    in   this  package   generally   consist  of  those  modifi- 
cations  in  Medicaid  eligibility  policy   and  procedures  which: 

•  would  provide   States   additional   flexibility   in  planning 
and   implementing   Medicaid  programs, 

•  do  not   involve   changes   in  cash   assistance  programs,    and 

•  do  not  involve  major  changes   in   the  nature   of  the   current 
Federal-State   relationship   in  public   and  medical   assistance. 

Many  of   the   reforms   in   this  package  would  require   changes   in  some 
parts   of  Title    XIX  of  the   Social   Security  Act   as   well   as    in   the 
current   Federal   regulations. 

Certain  of  these    reforms  would  give   the  States    the   flexibility 
to  expand  the  program  more   gradually   than   they  have   done    in   the 
past.      Others  would  give   States   the   flexibility   to   cut  back   on   the 
program  in  areas  which   they   feel   are  of   low  priority.      It   is  hard 
to  predict  how   States   would   respond   to   this   new   flexibility,    and 
thus,    it   is    impossible   to  predict   the   cost   impact  of  this  package. 
But   the   cost  implications   should   not  be   short-changed.      These    re- 
forms,   unlike   most  of   the   others,    are   almost   certain  to  provide 
some    fiscal   relief.      Given   the  chance,    most  States   would  cut  back. 
If  costs   must  be   cut,    allowing  States   to  decide  where  programs   must 
be   slashed  would  serve    to  increase    local   control  over  who   gets  bene- 
fits. 
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MINOR  STATE   FLEXIBILITY    REFORM   PACKAGE 


MEDICALLY   NEEDY   ELIGIBILITY.       STATES    SHOULD  BE   GIVEN    GREATER 
FLEXIBILITY   IN   SETTING  ELIGIBILITY    REQUIREMENTS    FOR  THE 
MEDICALLY   NEEDY. 

•     permit  States   to  provide  medically  needy   coverage  for 
only  selected  categories 

0     eliminate   the  maximum  on  medically  needy  levels    (133% 
of  the  highest   amount  paid  for  AFDC)  ,   and  retain  current 
regulations  on  minimum  levels 

0     permit  States   to  set  gross  income  maximums  on  medically 
needy  levels 

0     permit  States    to   recognize  special   needs  in  determining 
eligibility  for  the  medically  needy  program 

0     permit  States    to  establish   additional    conditions   of 
eligibility  should   they    so  choose,   e.g., 

enrollment  in  Medicare  Part  B 

current  medical   need 

transfer  of  assets   prohibition 


SPEND- DOWN.       STATES    SHOULD  BE   ALLOWED   MORE   FLEXIBILITY    IN 
ADMINISTERING   SPECIFIC  ELEMENTS    OF   SPEND-DOWN. 

•     allow  States   to  require   that   the  spend-down  liability 
be  paid  before  granting  Medicaid  eligibility 

0     permit  States   to  set   up  spend-down  collection   accounts 

0     provide  States  full   discretion  as   to  which  expenses   can 
be   counted  toward  spend-down  beyond  Medicaid-covered 
services 
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INCOME  DISREGARDS.  STATES  SHOULD  BE  GIVEN  MORE  FLEXIBILITY  IN 
DETERMINING  WHAT  KINDS  OF  EARNED  AND  UNEARNED  INCOME  SHOULD  BE 
DISREGARDED    IN    DETERMINING    FINANCIAL   ELIGIBILITY    FOR    MEDICAID. 

•  permit   States    to   decide   for   themselves   whether  or   not 
to   continue    using  current    unearned   income  disregards 
for  Medi cal d  s uch   as  : 

-      August   1972  Social   Security   cost-of-living 
increase 

further  Social   Security  cost-of-living  increases 

educational   stipends 

stipends   for   VISTA- like  programs 

cash  bonus    value  of   Food  Stamps 

per  capita   payments    to  Indian    tribes 

benefits    under   Title    VII  of   the  Older  Americans 
Act 

•  permit  States  to  alter  the  current  treatment  of  work- 
related  expenses  and  earned  income  for  AFDC  medically 
needy   cases 

permit    the  States    to    use  a   flat   disregard   for 
work-related  expenses    (without   any  provision    to 
permit  higher   disregards   if  actual   expenses   can 
be   demonstrated   to  be  higher) 

permit    the  States    to  apply   a  modified  "thirty  and 
a   third"    rule  which   imposes    time  and/or  money 
limits 


OTHER   FINANCIAL   CRITERIA   AFFECTING   THE    INSTITUTIONALIZED. 
STATES    SHOULD   BE   GIVEN   MORE    FLEXIBILITY    TO    SET    FINANCIAL   STAN- 
DARDS   FOR   MEDICAID   COVERAGE   WHICH    AFFECT   THE    INSTITUTIONALIZED. 

•  eliminate   the   "Medicaid  cap"    for  adult   categorically 
needy   recipients    (i.e.,    the   300%   of  SSI   limit   on   gross 
income)    and,    in  its   place,    require  only   that   gross   income 
be  less    than   total   medical    (at  Medicaid  cost-related 
reimbursement   rates)    and  maintenance   costs    (including 
maintenance  of  the  home) 

•  eliminate   the  requirement    that    the  personal    needs   allow- 
ance must  be  at   least   $25.00   and  allow  States    to   vary 
the  allowance  according   to   actual   personal    needs 
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5.       MEDICAID  ELIGIBILITY   FOR  SSI    RECIPIENTS.       CHANGES    SHOULD  BE 
INSTITUTED    IN   THE   OPTIONS    AVAILABLE    TO   STATES    FOR  COVERAGE 
OF   SSI    RECIPIENTS    IN   ORDER  TO   PROVIDE    GREATER  FLEXIBILITY. 

•     repeal   209(b)    and  allow  States  at   their  option   to 
establish  for  Medicaid  any   criteria  more  restrictive 
(than  SSI)  for.  the.  aged,   blind,   and  disabled 

permit  States   using  more  restrictive  criteria   to 
rely  on  selected  data  from  the  SDX  in   eligibility 
determination  without  additional   verification 

continue  allowing  States   to   use  SSI  criteria  but 
require  a  separate  application  for  Medicaid;    also 
allow  those  States   to  rely  on  the  SDX  without 
additional   verification 

no  spend-down  provisions  would  be  mandatory ,  no 
disregard  of  SSI  income  would  be  required;   neither 
would  States  be  limited   to   their  January  1972   eli- 
gibility criteria 

continue   to  make    the  1634  agreement  option 
available   to  States 


ADULT   MEDICALLY   NEEDY   COVERAGE.       ALL   STATES    SHOULD  BE   PERMITTED 
TO   PROVIDE   MEDICALLY   NEEDY   COVERAGE    TO   CERTAIN   AGED,    BLIND, 
AND   DISABLED   PERSONS    NOT   CURRENTLY   ELIGIBLE   BECAUSE   OF   SSI 
CATEGORICAL   CRITERIA. 

•  permit  States   to  provide   coverage  for   "essential   persons" 

•  permit  States   to   use  a  more  liberal   disability  definition 
for  Medicaid  coverage 


SPECIFIC   MEDICAID  ELIGIBILITY   POLICIES.       STATES    SHOULD   BE   ABLE 
TO    MODIFY   OTHER  SPECIFIC   MEDICAID   ELIGIBILITY   PROVISIONS    WHEN, 
IN   THEIR   JUDGMENT,    THESE    REVISIONS    WOULD   IMPROVE   THE   PROGRAM 
IN   THEIR  JURISDICTION. 

•  permit  States  to  set  their  own  eligibility  requirements 
and  monitoring  procedures  for  extended  coverage 

0  permit  States  to  set  their  own  eligibility  requirements 
for  retroactive  coverage 

•  permit  States  to  provide  Federally-matched  Medicaid  for 
whatever  groups  of  low-income  children  they  wish,  e.g., 
all    children   under  a   certain  age 
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3.   DATA  SYSTEMS  AND  QUALITY  CONTROL.   HEW  SHOULD  PROVIDE  STATES 
WITH  INCREASED  FLEXIBILITY  TO  COLLECT  AND  ANALYZE  PROGRAM 
DATA  AND  TO  CONDUCT  QUALITY  CONTROL  ACTIVITIES  THEY  FEEL  TO 
BE  APPROPRIATE. 

•  permit   States    to  develop  and  implement   MMIS   or  any 
parts   of  it   in  an  incremental    fashion 

0     permit  States  with  consistently   low  MEQC  rates   to   reduce 
the  size  of  their  sample   and/or   to  sample  less    frequently 
within   Federally  set   limits   and/or   to   use  error  prone 
profiles   for   their  MEQC  sample 

m     increase   the  administrative   matching  rate   to 
States  with  good  MEQC  results 
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E.       MAJOR  STATE    FLEXIBILITY    FOR  MEDICAID 

This  package  of  reforms  provides  major  flexibility  to  States 
in  establishing  Medicaid  eligibility  requirements   and  thus   repre- 
sents  a  radical  departure    from  the  current   thrust  of  Medicaid  policy. 
Instead  of  requiring  States   to  model   their  programs   according  to 
criteria  established  by  the  Federal   government,    States  would  be   free 
to  provide   Medicaid  eligibility  beyond  the   cash   assistance  popula- 
tion however  they  wished.      States  would  be    required   to   automatically 
cover  all   cash   assistance   recipients  under  Medicaid  and  would  have 
unlimited  Federal  matching   funds    for  this  effort.      With  the  medically 
needy   and  all  other  non-cash   assistance   groups,   however,    there  would 
be   a  fixed  amount  of  Federal   funds   available   to  each  State    (derived 
from  a  formula  involving  the  number  of  poor  people   in  a  State   and 
the  State's   current  non-categorically  needy   Medicaid  expenditures) 
for  Medicaid  matching  purposes.      This   approach   is   somewhat  similar 
to  that  employed  in  the  current  Title   XX  Social   Service  program.      It 
would  not  be   a  "block   grant"    approach  because  matching  would  still 
be  involved. 

The  primary  assumptions  upon  which  a  package  such  as  this  is 
based  include  the  following: 

•  A  State  is  in  a  better  position  to  judge  which  of  its 
people  most  need  medical  coverage  than  is  the  Federal 
government. 

•  States  would  be  more  likely  to  extend  medical  coverage 
beyond  the  recipients  of  cash  programs  if  they  had 
complete  control  over  which  groups  of  people  would 
receive  this  coverage. 

•  States  are  in  the  best  position  to  develop  specific 
policies  for  administering  the  Medicaid  program  because 
they  operate  the  program. 

This  reform  package  provides  a  means  by  which  Medicaid  expen- 
ditures could  be  better  controlled.   Given  the  current  cost  con- 
straints facing  States  and  the  Federal  government,  the  issue  of 
cost  control  is  indeed  an  important  one. 
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The  issue  of  whether  or  not  States  should  be  able  to  vary  the 
benefit  package  for  the  Medicaid-only  population  has  not  been  ad- 
dressed in  this  reform  package,  because  benefit  coverage  is  clearly 
beyond  the  scope  of  this  project.   However,  this  issue  would  need  to 
be  addressed.   The  extent  of  benefits  provided  is  obviously  equally 
important  to  eligibility  criteria  in  controlling  costs. 

Serious  thought  would  have  to  be  given  to  how  the  ceiling  on 
available  Federal  funds  would  be  revised  each  year.   The  rate  of 
increase  in  medical  costs  has  been  tremendous  in  recent  years. 
Thus,  some  means  would  need  to  be  devised  to  insure  that  this  ap- 
proach would  not  require  States  to  cut  back  their  overall  level  of 
effort  for  Medicaid  to  the  non-cash  assistance  population. 

With  such  a  broad  set  of  reforms,  no  specific  cost  estimates 
can  be  given.   But  the  simple  appeal  of  this  sort  of  approach  is 
that  it  puts  stronger  financial  pressure  on  States.   It  also  al- 
lows more  extensive  State  experimentation  with  methods  of  cost 
control  on  both  the  eligibility  and  the  payments  sides.   In  a 
health  system  where  no  one  has  succeeded  in  controlling  costs, 
such  experimentation  might  be  very  valuable. 
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E.       MAJOR  STATE    FLEXIBILITY   FOR  MEDICAID 


CASH   ASSISTANCE   COVERAGE.       ALL   STATES    SHOULD  BE    REQUIRED   TO 
AUTOMATICALLY   EXTEND   MEDICAID  ELIGIBILITY   TO   ALL   CASH   ASSISTANCE 
RECIPIENTS. 

•  include  mandatory  coverage  for  all  persons  who  would  be 
eligible  for  cash  if  they  were  not  institutionalized 

•  continue   to  make   available   to  States    unlimited  Federal 
matching  funds   for  coverage  of  these  groups 


2.       MEDICAID   ONLY   COVERAGE.       STATES    SHOULD  HAVE   MAXIMUM  FLEXIBILITY 
FOR  ESTABLISHING   ELIGIBILITY   CRITERIA   TO  EXTEND   MEDICAID   ONLY 
TO   LOW- INCOME   PERSONS. 

•  eliminate  Federally-mandated  categorical    requirements 
for  Medicaid-only  coverage 

0     eliminate  Federally-mandated  income  levels   for  Medicaid- 
only   coverage 

0     eliminate  Federally -mandated  disregards   for  Medicaid-only 
coverage 

•  eliminate  Federally-mandated  spend-down  for  Medicaid-only 
coverage 

0     establish  a  ceiling  on  Federal   funds  available  for 
Medicaid  matching    to   each   State  for  coverage   of 
Medicaid-only  recipients 


MEDICAID   ONLY   ADMINISTRATION.       STATES    SHOULD    DEVELOP   THEIR  OWN 
ADMINISTRATIVE   PROCEDURES   FOR   IMPLEMENTING   THE   MEDICAID-ONLY 
PROGRAM  WITHIN   BROAD   FEDERAL   GUIDELINES. 

•  require  States  to  submit  to  the  Federal  government  a 
State  plan  for  the  Medicaid-only  program  which  would 
specify  all   eligibility  criteria 

0     require  States   to  make  available   to  the  public  and   the 
Federal   government  a  manual   which   clearly  specifies  all 
administrative  procedures  for  eligibility   determination 

0     establish  certain  minimal   Federal   requirements  regarding 

fair  hearings ,   non-discrimination ,    time   frames  for 

eligibility   determination,   public  information,  recipient 
rights,    and  the  like 
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4.       FEDERAL    ROLE.       THE    FEDERAL    ROLE    SHOULD   LARGELY   BE    TO   MONITOR 
STATE   OPERATIONS. 

•     develop  criteria  for  State  plan  approval 

m     monitor  State  operations   to  insure   that  plans  are  being 
fully  implemented  and  equitably  administered 
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